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TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Yvette Kinsey.
The recommendation has been filed in the form of an Opinion and Order on:

MATRIX TELECOM, INC. db
MATRJ X BUS INES S  TECHNOLOGIES

(CC&N/FACILITIES -BAS ED)

Pursuant to A.A.C. R14-3-1 l0(B), you may tile  exceptions  to the  recommenda tion of
the  Adminis tra tive  Law Judge  by filing an origina l and ten (10) copies  of the  exceptions  with
the  Commission's  Docket Control a t the  address  lis ted be low by 4:00 p.m. on or before :

Companv has waived the 10 days for filing of exceptions

The  e nclose d is NO T a n orde r of the  Commis s ion, but a  re comme nda tion of the
Adminis tra tive  Law Judge  to the  Commissioners . Considera tion of this  matte r has te nta tive lv
been scheduled for the  Commission's  Working Session and Open Meeting to be  he ld on:

OCTOBER 11, 2007

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive
Secretary's Office at (602) 542-3931
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BEFORE THE ARIZONA CORPORATICN COMMISSION

MIKE GLEASON - Chairman
WILLIAM A. MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES
GARY PIERCE

DOCKET no. T-03228A-06-0800IN THE MATTER OF THE APPLICATION OF
MATRIX TELECOM, INC. D/B/A MATRIX
BUSINESS TECHNOLOGIES FOR APPROVAL
OF A CERTIFICATE OF CONVENIENCE AND
NECESSITY TO PROVIDE FACILITIES BASED
LOCAL EXCHANGE TELECOMMUNICATIONS
SERVICES.

DECISION NO.

1

2 COMMISSIONERS

3

4

5

6

7

8

9

10 OPINION AND ORDER

September 27, 2007

Phoenix, Arizona

V ,

PLC,

11 DATE OF HEARING:

12 PLACE OF HEARING:

13 ADMINISTRATIVE LAW JUDGE:

14 APPEARANCES :
15

16

17

18

19 On December 26, 2006, Matrix

20 or "Applicant") submitted to the Arizona

21 for a Certificate of Convenience and Need

22 local exchange telecommunications service

23 On Janua r y 25 ,  2007 ,  the Comm

24 Insufficiency and first set of data requests in 1

25 On May 17, 2007, Matrix filed its resit

26 On June 12, 2007, Staff filed a sector.

27 requests .

28 On July 18, 2007, Staff filed a third Letter

'BY THE COMMISSION:

S/ykinsey/telecom/order/060800 1
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=l= * * * * * * * * *

1 On July 24, 2007, Matrix filed its response to the data request.

2 On August 3, 2007, Matrix filed a letter in response to the data request.

3 On August 14, 2007, Staff filed a fourth Letter of Insufficiency and a fourth set of data

4 requests.

5 On August 31, 2007, Staff filed a fifth Letter of Insufficiency and a fifth set of data requests.

6 On September 5, 2007, Staff filed its Staff Report recommending approval of Matrix's

7 application,

8 On September 13, 2007, Matrix tiled a Motion for Expedited Hearing, requesting that the

9 hearing be held promptly so that a Recommended Opinion and Order could be prepared and

10 considered at the Commission's October 11, 2007 Securities Open Meeting. In order to facilitate an

11 expedited hearing, Matrix stated that it would order an overnight transcript of the hearing; waive the

12 10-day period to file exceptions; and would promptly publish notice of the hearing.

13 On September 17, 2007, Matrix published notice of this matter in accordance with the law.

14 On September 27, 2007, a full public hearing was held before a duly authorized

15 Administrative Law Judge of the Commission at its offices in Phoen;ix, Arizona. Matrix and Staff

16 appeared through counsel and presented evidence and testimony in this matter. On September 28,

17 2007, and October 4, 2007, Matrix and Staff, respectively docketed late-filed exhibits. After the

18 filing of the late-filed exhibits, the matter was taken under advisement pending submission of a

19 Recommended Opinion and Order to the Commission.

20

21 Having considered the entire record herein and being fully advised in the premises, the

22 Commission finds, concludes, and orders that:

23

24 1. On December 26, 2006, Matrix submitted to the Commission an application for a

25 Certificate to provide facilities-based local exchange telecommunications services in Arizona.

26 2. On March 21, 2007, Trinsic Communications, Inc., ("Trinsic") and Tide Acquisition

27 Corporation ("Tide") entered into an Asset Purchase Agreement (the "APA") under which Tide

28 would acquire the assets of Trinsic used to provide telecommunications services, as well Trinsic's

FINDINGS OF FACT

2 DECISION NO.
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2

3

1 a ccounts  a cros s  the  na tion, including thos e  in Arizona . Tide  s ubs e que ntly a s s igne d its  rights  unde r

3. O n  Ap ril 9 ,  2 0 0 7 ,  Trin s ic  a n d  Ma trix file d  a  jo in t a p p lic a tio n ,  in  Do c ke t No .  T-

4 03589A-07-0231, e t a l., s e e king e xpe dite d Commis s ion a pprova l to tra ns fe r control of a s s e ts  us e d to

provide  loc a l a nd  long  d is ta nc e  te le c ommunic a tions  s e rvic e s  from Trins ic  to  Ma trix.  In  the  jo in t

a pplica tion, Trins ic  a nd Ma trix re que s t Commis s ion a pprova l on a n e xpe dite d ba s is  be ca us e  of the

7 te rms  of the  AP A, be ca us e  Trins ic  ha s  file d  for ba nkruptcy a nd be ca us e  a pprova l is  ne ce s s a ry to

5

6

8 e ns ure  the  continua tion of s e rvice  to Trins ic 's  cus tome rs .l

9 4 . In  Docke t No. T-03589A-07-0231, e t a l., S ta ff ha s  re comme nde d a pprova l of the  s a le

10 of a s s e ts  from Trins ic  to Ma trix.

11 5. Trins ic  ha s  a pproxima te ly 1 ,200 cus tome rs  in  Arizona , of which  900 a re  re s ide ntia l

12 cus tome rs .

1 3 , 6 . The  cus tome rs  to be  tra ns fe rre d from Trins ic to  Ma trix re quire  s e rvice  through a

14 | Qwest UNE package , which requires  a  facilitie s -based CC&N.

" 1-51 , 7.

16 e xe cute d a s  a  pa rt of Trins ic 's  ba nkruptcy proce e ding.

Currently, Matrix is  managing Trins ic's  a sse ts  unde r a  management se rvice  agreement

17 8. According to Ma trix, the  ma na ge me nt s e rvice  a gre e me nt wa s  s e t to e xpire  in J une

18 2007; however, the  bankruptcy trustee  has  extended the  expira tion deadline . (Tr. Pg. 9, line  1-5)

19 9. Unde r the  a pplica tion file d in  th is  docke t, Ma trix s e e ks  Commis s ion a pprova l to

20 provide  fa cilitie s -ba s e d loca l e xcha nge  te le communica tions  s e rvice s  in Arizona  to he lp fa cilita te

22 10.

23

21 continued service to Trinsic's customers.

Matrix was granted authority to provide resold interexchange telecommunications

services in Arizona in Commission Decision No. 65926 (May 16, 2003) and resold local exchange

telecommunications services in Commission Decision No. 68343 (December 9, 2005).24

25 Matrix currently has authority to provide resold local exchange services and resold

26 long distance telecommunications services in 49 states.

27

28 1 See Staff Report, docketed September 5, 2007, Docket No. T-03589A-07-023 l .

11.

DECISION NO.



DOCKET no. T-03228A-06-0800

1 12. Ba s e d on Ma trix's  e xpe rie nce  in the  te le communica tions  indus try, Ma trix ha s  the

2 te chnica l ca pa bilitie s  to  provide  the  te le communica tions  s e rvice s  it is  re que s ting to  provide  in

4

5 2007.

6 14. Ma trix's  fina ncia l s ta te me nts  s howe d a s s e ts  in e xce s s  of $25 million, ne ga tive  e quity

7 in e xce s s  of $15 million a nd a  ne t income  in e xce s s  of $4 million.

15. Ma trix s ta te s  in  its  a pplica tion  tha t it doe s  not p la n  to  co lle c t de pos its  firm its  loca l

3 Arizona.

13. Ma trix provide d una udite d fina ncia l s ta te me nts  for the  pe riod e nding De ce mbe r 31,

8

9 exchange customers.

10 16.

11 resold local exchange services.

12 17. All CC&Ns for facilities-based local exchange service must be secured by a minimum

13 bond or irrevocable sight draf t letter of  credit in the amount of  $100,000. Staf f  recommends that

14 Matrix increase its existing performance bond or sight draft letter of credit by $100,000, for a total

15 » amount of$125,000 .

16 18. Staff  recommends that the performance bond or sight draft letter of credit needs to

17 increase in increments equal to 50 percent of the total minimum bond or sight draft letter amount

18 when the total amount of the advances, deposits, and prepayments is within 10 percent of the total

Ma trix curre ntly ha s  a  $25,000 pe rforma nce  bond on file  with the  Commiss ion for its

19 minimum bond a mount.

20 19. S ta ff furthe r re comme nds  the  minimum bond or irre voca ble  s ight dra g le tte r of cre dit

21 amount of $125,000 should be  increased if a t any time  it would be  insufficient to cove r prepayments

22 or depos its  colle cted from the  Applicant's  cus tomers . Furthe r, the  bond or s ight dra ft le tte r should be

23 incre a s e d in incre me nts  of $62,500. This  incre a s e  s hould occur whe n the  tota l a mount of the

24 advances , depos its , and prepayments  is  within $12,500 of the  bond or irrevocable  s ight dra ft le tte r of

25 credit amount.

26 20. S ta ff re comme nds  tha t purs ua nt to Arizona  Adminis tra tive  Code  ("A.A.C.") R-14-2-

27 1107 , if Ma trix de s ire s  to  d is con tinue  s e rvice  in  Arizona  it mus t file  a n  a pp lica tion  with  the

28 Commis s ion , a nd  notify its  cus tome rs  a nd  the  Commis s ion  s ixty (60) da ys  prior to  filing  the

4 DE C IS IO N n o .
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1 a pplica tion to discontinue  se rvice . Furthe r, S ta ff s ta te s  tha t pursua nt to the  a bove  me ntione d rule ,

2 Ma trix's  fa ilure  to me e t the  re quire me nt will re s ult in a  forfe iture  of Ma trix's  pe rforma nce  bond or

1109, Ma trix may cha rge  ra te s  for se rvice  tha t a re  not le ss

9 tha n its  tota l se rvice  long-run incre me nta l cos ts  of providing se rvice .

10 23. Ma trix's  propose d ra te s  a re  for compe titive  se rvice s . In ge ne ra l, ra te s  for compe titive

11 services a re  not se t according to the  ra te  of re turn regula tion.

12 24. Ma trix will ha ve  to compe te  with incumbe nt loca l e xcha nge  ca nte rs  ("ILE Cs ") a nd

13 va rious  loca l exchange  ca rrie rs  ("CLECs") and inte rexchange  ca rrie rs  currently providing se rvice .

.14 Ma trix's  fa ir va lue  ra te  ba se  ("FVRB") is  ze ro.

3 s ight dra ft le tte r of cre dit.

4 21. S ta ff a ls o re comme nds  tha t Ma trix provide  proof of its  pe rforma nce  bond or s ight

5 dra ft le tte r of credit within 365 days  of the  e ffective  da te  of an Orde r in this  ma tte r or thirty (30) days

6 prior to the  provis ion of s e rvice , whiche ve r come s  firs t, a nd the  bond or s ight dra ft le tte r of cre dit

7 should re ma in in e ffe ct until ftirthe r Orde r of the  Commiss ion.

8 22. P ursua nt to A.A.C. R14-2-

25.

15 26. Give n the  compe titive ma rke ts  in  which Ma trix will ope ra te , Ma trix's  FVRB is  too

16 sma ll to be  use ful in a  fa ir va lue  a na lys is .

17 27. S ta ff re vie we d Ma trix's  propos e d ra te s  a nd the  ra te s  a re  compa ra ble  with  ra te s

18 cha rge d by compe titive  loca l ca rrie rs , loca l incumbe nt ca rrie rs  a nd ma jor long dis ta nce  ca rrie rs

19 ope ra ting in Arizona .

28.20 P urs ua n t to  A.A.C. R14-2-l308(A) a nd  fe de ra l la ws  a nd  Me s , Ma trix will ma ke

21 numbe r porta bility a va ila ble  to fa cilita te  the  a bility of the  cus tome r to s witch be twe e n a uthorize d

22 loca l ca nte rs  within a  give n wire  ce nte r without cha nging the ir te le phone  numbe r a nd without

23 impa irme nt to qua lity, functiona lity, re lia bility or conve nie nce  of use .

24 29. In complia nce  with A.A.C. R14-2-1204, a ll te le communica tions  se rvice  provide rs  tha t

25 inte rconne ct into the  public switche d ne twork sha ll provide  funding for the  Arizona  Unive rsa l Fund

2 6  ("AUS F "). Ma trix will contribute  to  the  AUS F a s  re quire d  by the  A.A.C., a nd s ha ll ma ke  the

-2-1204 (B)~27 necessa ry monthly payments  a s  required unde r A.A.C. R-14

28 30. S ta ff re comme nds  tha t in  a re a s  whe re  Ma trix is  the  only loca l e xcha nge  s e rvice

5 DE CIS IO N n o .
I
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1 provider, Matrix should be prohibited from barring access to alternative local exchange seMce

2 providers who wish to serve the area.

3 31. Matrix will provide all customers with 911 and E911 service where available, or will

4 coordinate with ILE Cs, and emergency service providers to facilitate the service.

5 32. Pursuant to past Commission Decisions, Matrix may offer custom local area signaling

6 I services such as Caller ID and Call Blocldng, so long as the customer is able to block or unblock each

7 individual cad] at no additional cost.

8 33. Matrix must also offer Last Call Return service which will not allow the return of cells

9 to telephone numbers that have the privacy indicator activated.

10 34. Matrix has requested that its telecommunications services in Arizona be classified as

l l competitive. Staff recommends that Matrix's proposed services be classified as competitive because

12 there are alternatives to Matrix's services; ILE Cs hold a virtual monopoly in local markets; Matrix

13 will have to convince customers to purchase its services, Matrix has no ability to adversely affect the

14 local exchange service market as several CLECs and local exchange resellers also provide local

15 exchange services, and Matrix will therefore have no .market power in those local exchange markets

16 where alternative providers to telecommunications services exists.

17

18 35. Matrix has not had an application for service denied, or revoked, in any state.

19 36. Matrix does not have any outstanding complaints in Arizona

20 37. Since 2001, the Federal Communications Commission ("FCC") has issued 13 orders

21 resolving informal complaints from customers against Matrix. Each of the complaints alleged that

22 Matrix switched the subscriber's primary interexchange carrier without proper authorization and

23 therefore violated the FCC's "slamming" rules.

24 38. The FCC denied or found to be resolved nine (9) of the thirteen (13) complaints.

25 39. The FCC found that out of the four (4) remaining complaints, three (3) were found to

26 technically violate the FCC's slamming rules and resulted from Matrix's reliance on a third party to

27 verify the subscriber's intent to switch his or her carrier to Matrix.

28 40. Matrix's witness testified that Matrix still uses the third party verification process, but

ComplaiNt InforMation

6 DE CIS IO N n o .
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1 that it no longeruses the same third party verifier referred to in the FCC Order.

2 41. In 2001, the FCC issued an Order of Forfeiture, finding that Matrix violated Section

3 254(d) of the Communications Act of 1934, as amended, 47 U.S.C. § 254(d), and Section 54.706 of

4 the FCC's rules, by failing to make the required payments to the universal service support programs.2

5 42. In the Notice of Apparent Liability ("NAL") leading to the Order of Forfeiture, the

6 FCC found Matrix liable for a forfeiture in the amount of $113,000 for its failure to make required

7 universal service contributions in November and December 1999.3

8 43. In its response to the NAL, Matrix asserted that the forfeiture amount should be

9 reduced or rescinded because the amount was too high and because due to its financial condition,

10 Matrix was unable to pay such a large amount."

l l 44 . . The FCC noted that the NAL calculated the forfeiture amount taking into

12 consideration "Matrix's significant efforts to satisfy its universal service obligations" and "in

13 recognition of those efforts; [the FCC] applied a downward adjusment of$76,6l4 to the proposed

14 forfeiture, a reduction Of OVer 40 percent."5

15-' . 45. .15 =Tlfe=»FCC*Order also foundthat Matrix was financially capable of paying the $113,000

16 forfeiture amount based on a review of Matrix's assets and that .the forfeiture amount was

17 "substantially less than one percent of Matrix's annual gross revenues."6

18 46. Matrix's witness Ms. Dana Hoyles testified that the payment arrangement with the

19 FCC to pay off the forfeiture amount was "worked out" by prior management and that she did not

20 know the details of the payment plan, but that she believed all arrearages had been paid.

21 47. In its order, the FCC cited with approval the efforts of the new Platinum Equity,

22 LLC" ("Platinum"), ownership and management both to put in remedial compliance measures and to

23 pay overdue amounts.

24

25

26

27

28

2 See Matrix Telecom, Inc., File No. EB-00-IH-0057, Forfeiture Order, FCC 01-48, 16 FCC Rcd 10553.
Ia

" ld.
s ld.
' Id.
'Ms. Hoyle is Manager of Regulatory Affairs for Matrix
s Platinum Equity LLC is the parent company for Matrix. Platinum has approximately 357 legal entities worldwide
including holding companies and operating companies and is in the business of buying and selling companies.

7 DECISION no .
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1 48. Ms. Hoyle testified that Matrix is current on its universal fund payments, but that she

2 did not check that information before the hearing. (Tr. Pg. 53, lines 20-25)

3 49. Ms. Hoyle also testified that Matrix has hired a consultant company familiar with

4 regulatory compliance to handle its payments to the universal service fund programs. (Tr. Pg. 43,

5 lines 1-7)

6 50. In 1995, the FCC issued a NAL alleging that Matrix had changed the primary

7 interexchange carrier of one its customers without obtaining proper authorization to do so.9 Matrix

8 later entered into a Consent Decree resolving dl the allegations stated in the NAL, with no finding of

9 wrongdoing. (Applicant's application A-l1)

10 51. In 1993, the FCC issued a letter of admonition to Matrix for the form of Matrix's

11 Letter of Agency ("LOA"), which was used to sign up new long distance customers. (Applicant's

12 application A-l1)

l3~ 52. Matrix's witness testified that the company no longer uses that LOA and that its new

14 LOA meets the requirements of all federal and state laws. (Tr. Pg. 25, lines 1-12)

. . . 15 .

16 customer complaints" filed with the other state Commissions. Matrix states that there were twenty-

17 two (22) informal complaints filed in 2005 and 28 informal complaints in 2006. Matrix reported that

18 all but one of these complaints had been resolved and that the company is waiting on additional

19 l information in order to be able to resolve the remaining complaint.

20 54. Math°x's application discussed NextiraOne, a former subsidiary of Platinum Equity

21 LLC ("Platinum"), which had pled guilty to wire fraud for over billing the U.S. government for

22 telecommunications services provided to Native-American tribes.'° (Application A-12)

23 . 55. NextiraOne entered into a Plea Agreement with the FCC and NextiraOne was required

24 to pay a fine of $l,8l8,380 and claims totaling $2.6 million to the FCC.

25

26

27

28

53. Matrix's application also. states that it has "periodically been the subject .oliinformal

56. Matrix's witness, Sadly Ward, senior legal analyst and assistant secretary for Platinum

9 See Matrix Telecom, Inc., File No. EnF-96-02, Notice of Apparent Liability for Forfeiture, DA 95-2421, ll FCC Rod
1258 (Com Car. Bur 1995).
10 NextiraOne designed a telecommunications platform that allowedcertain Native-American tribes to access the Internet.

The U.S. governmenthas a program for funding such telecommunications services for schools and libraries.

8 DECISION no.
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1 te s tifie d tha t Ne xtira One  wa s  a  subs idia ry of P la tinum, but tha t it wa s  sold by P la tinum on April 30,

2 2006. (Tr. P g. 57, line s  1-14) Ms . Wa rd a lso te s tifie d tha t unde r P la tinum's  corpora te  s tructure  e a ch

3 s ubs idia ry ope ra te s  e ithe r a s  its  own dis tinct le ga l e ntity or group of e ntitie s  for the  ope ra ting

4 company, and they ope ra te  independently from one  anothe r. (Tr. Pg. 58, lines  19-25 and pg. 59, lines

5 1-6)

6 57. Ms. Ward te s tified tha t she  was  unaware  of the  plea  agreement be tween NextiraOne

7 a nd the  FCC until imme dia te ly be fore  Ne xtira One  wa s  sold. S he  s ta te d tha t Ne xtira One  ha d its  own

8 s ta ff gene ra l counse l and lega l depa rtment and the re fore  NextiraOne  would not have  had a  need to

9 "come  up to P la tinum" re ga rding the  ple a  a gre e me nt. Furthe r, she  te s tifie d tha t P la tinum le a ve s  the

10 da y-to-da y ope ra tions  to its  a ffilia te s , but tha t during the  ordina ry cours e  in a  dive s titure , P la tinum

11 would ha ve  to dis clos e  to a  pote ntia l buye r a ny ne w litiga tion involving Ne xtira One , a nd s ince

12 P la tinum wa s  ne gotia ting with a  buye r to se ll Ne xtira One , the  ple a  a gre e me nt would ha ve  be e n se nt

13 up to P la tinum a t some  point. (Tr. Pg. 70, line s  1-15, Tr. pg. 75, line s  4-25, Tr. pg. 76, line s  l-2)

14 58. Ms . Wa rd  s ta te d  tha t s he  d id  no t ha ve  a ny knowle dge  a s  to  whe the r P la tinum

'; *~15~ pa rticipa ted inthe  negotia tions  of the  plea  agreement. (Tr. pg. 70, lines  19-22)

16 59. Ms . Ward furthe r s ta ted tha t P la tinum is  approxima te ly a  $2 billion corpora tion and a t

17 the  dine  Ne Xtira One  e nte re d into the  ple a  a gre e me nt it wa s  a pproxima te ly a  $1 billion corpora tion.

18 (Tr. Ps- 74, lines  3-18)

19 60. Ms . Hoyle  te s tifie d tha t Ma trix doe s  provide  some  of the  s a me  te le communica tions

20 se rvices  to schools  and libra rie s  such as  those  involved in the  NextiraOne  plea  agreement, but tha t a ll

21 of its  billing is  done  cons is te nt with FCC rule s  a nd re gula tions . S he  furthe r te s tifie d tha t Ma trix's

22 bus ine s s  with s chools  a nd libra rie s  a mounte d to a  sma ll portion of Ma trix's  bus ine s s , a nd wa s  le s s

23 tha n $200,000 f`or 2006 to 2007. (Tr. P g. 27, line s  1-25; Tr. P g. 29, line s  16-25) Additiona lly, s he

24 s ta te d tha t Ma trix hire d he r a s  ma na ge r of re gula tory a ffa irs  a s  a  pa rt of its  s te ps  towa rds  e nsuring

25 complia nce . (Tr. Pg. 28, line s  1-7)

26 61. S ta ffs  Re port note d tha t a t the  time  Ma trix file d its  a pplica tion in this  ma tte r tha t Mr.

27 P a ul Bird wa s  Ma trix's  s e nior vice  pre s ide nt of te chnology, a nd tha t Mr. Bird ha d be e n e mploye d

28 with Ne xtira One , a s  its  Dire ctor of Ne tworks , during the  time  of the  ple a  a gre e me nt. S ta ff" s  Re port

9 DECIS ION no.
l
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1 stated that Mr. Bird and his team designed the telecommunications platform that allowed certain

2 Native-American tribes to access the internet.

3 62. At hearing, Ms. Hoyle testified that Mr. Bird was no longer employed by Matrix and

4 that she did not know where he is currently employed. (Tr. pg. 28, lines 11-22)

5 63. Staff"s Report also stated that one current officer of Matrix, Eva Kalawsld, a director,

6 a vice president and secretary for Platinum, was employed (for about ten months) by NextiraOne

7 during the relevant time period of the plea agreement. Ms. Kalawski served as vice president and

8 secretary at NextiraOne from April 2002 to April 2006 when it was sold.

9 64. Ms. Ward testif ied that as a part of Ms. Kalawski's duties with Platinum, Ms.

10 Kalawski would at times serve as an officer for various Platinum affiliates, for administrative ease in

l l the buying and selling of companies. However, the witness stated she did not believe Ms. Kdawski

12 would have been familiar with the day-to-day operations of NextriaOne or any affiliate.

. . . . :IN. 65. Staffs witness testified that based on Staffs review of the information supplied by.

14 Matrix and its own independent research, Staff concluded that at this time there is one person who

l a was with NextiraOne during the relevant time period of the plea agreement who is currently with

16 PlatinUm, but that there is no one who was with NextiraQne who is currently employed with Matrix.

17 (Tr. Pg. 84, lines l-5)

66.18 Staffs witness testif ied that based on Staff 's research conducted on Matrix,

19 NextiraOne and Platinum, Staff concluded that the activities involving NextiraOne were removed and

20 separate from Matrix. (Tr. pg. 83, line 1-3) Staff's witness further testified that if the Commission

21 denies Matrix's application in this matter, that Trinsic's customers will be without service. (Tr. pg.

22 85, line 1-12)

67.

(a) That Matrix comply with all Commission Rules, Orders and other requirements
relevant to the provision of the intrastate telecommunications services;

23 Staff recommends approval of Matrix's application for a CC&N to provide intrastate

24 telecommunications services. Staff further recommends:

25

26

27

28

(b) That Matrix abide by the quality of service standards that were approved by the
Commission for Qwest in Docket No. T-01051B-93-0183 ;
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(c) That Matrix be prohibited from barring access to alternative local exchange service
providers who wish to serve areas where Matrix is the only provider of the local
exchange service facilities;

(d) That Matrix be required to notify the Commission immediately upon changes to its
name, address or telephone number,

(e) That Matrix cooperate with Commission investigations including, but not limited
to customer complaints,

(t) That although Staff considered the fair value rate base information submitted by
Matrix, the fair value information provided should not be given substantial weight
in this analysis;

(g) That Matrix offer Caller ID with the capability to toggle between blocking and
unblocldng the transmission of the telephone number at no charge;

(h) That Matrix offer Last Call Return service that will not return calls to telephone
numbers that have the privacy indicator activated; and

(i) That Matrix be authorized to discount its rates and service charges to the marginal
cost of providing the services.

1
2
3
4
5
6
7
8
9

10
11
12
13
14 68. Staff further recommends that Matrix comply with the following conditions within the

15. timeirannes outlined belQw,,..o1: M84t1rix's CC8;N shouldbe considered lid] and void, after due gngpesgz .

16

17

(1) That Matrix docket conforming tariffs for local exchange service within 365 days of
the effective date of a Decision in this matter or 30 days prior to providing service in
Arizona, whichever comes first. Additionally, the tariffs submitted to the Commission
should coincide with the application in this matter.

18

19 (2) Ma trix s ha ll:

20

21

22

23

24

(a) Procure, at its discretion, either a performance bond or irrevocable sight draft letter
of credit equal to $125,000. The minimum performance bond or irrevocable sight
draft letter of credit amount of $125,000 should be increased if at any time it
would be insufficient to cover advances, deposits, and/or prepayments collected
from Matrix's customers. The performance bond or irrevocable sight draft letter
of credit amount should be increased in increments of $62,500. The increase
should occur when the total amount of advances, deposits, and prepayments is
within $12,500 of the performance bond or irrevocable sight draft letter of credit
amount.

25

26

27

(b) Docket proof of the performance bond or irrevocable sight draft letter of credit
within 365 days of the effective date of a Decision in this matter or 30 days prior
to the provision of service, whichever comes first. The performance bond or
irrevocable sight draft letter of credit must remain in effect until further Order of
the Commission.28
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Analvs is

1) Ma trix sha ll file  with the  Commiss ion, a s  a  complia nce  ite m, qua rte rly upda te s  on a ny
compla ints  filed aga ins t Ma trix for a  pe riod of no le ss  than 365 days  a fte r an ()Ede r is
is sued in this  ma tte r;

1

2 69. Ba se d on the  se riousne ss  of the  compla ints  tha t ha ve  be e n file d a ga ins t Ma trix, this

3 Commiss ion must ensure  tha t consumers  in Arizona  will be  protected from activitie s  tha t viola te  s ta te

4 a nd fe de ra l la ws . Ba s e d on the  fa cts  s e t forth be low, gre a te r s crutiny a nd ove rs ight of Ma trix's

5 ope ra tions  in Arizona  is  required.

6 70. In 2001, the  FCC found tha t in thre e  (3) ca s e s  Ma trix viola te d the  FCC's  s la mming

7 rule s . The  FCC found tha t the  three  (3) compla ints  cente red a round Ma trix's  re liance  on a  third-pa rty

8 to ve rily te le phone  numbe rs  to be  s witche d. The  fa cts  s how tha t a lthough Ma trix is  not us ing the

9 same  third pa rty cited by the  FCC, it is  s till us ing the  same  process  to ve rify whe the r cus tomers  want

10 to be  s witche d to Ma trix.

l l 71. Also in 2001, Ma trix wa s  fine d a  forfe iture  a mount of $113,000 for its  fa ilure  to ma ke

12 time ly pa yme nts  to  the  unive rs a l s e rvice  fund. In  re cognition  of Ma trix's  e fforts  to  s a tis fy the

13 unive rsa l fund se rvice  obliga tions , the  FCC re duce d the  forfe iture  a mount by more  tha n $70,000 or

14 by 40 pe rce nt. The  fa cts  show tha t Ma trix, ha s  hire d a  consulta nt firm to ha ndle  iiuture  pa yme nts  to

15 the  unive rs a l s e rvice  fund a nd cre a te d the  pos ition of ma na ge r of re gula tory a ffa irs  to ove rs e e

16 complia nce .

17 72. In 1993 a nd 1995, Ma trix e nte re d into a  Cons e nt De cre e  with the  FCC re la ting to

18 a lle ga tions  of "s la mming" a s  we ll a s  the  FCC is sue d a  le tte r of a dmonition to Ma trix for its  use  of a

19 LOA tha t viola te d fe de ra l a nd s ta te  la ws .

20 73. In light of the  need to provide  Trinisc's  cus tomers  with continued se rvice  and Ma trix's

21 e fforts  towa rds  complia nce , Ma trix's  a pplica tion  s hould  be  a pprove d with  the  conditions  a nd

22 requirements  recommended by S ta ff and with the  following additiona l conditions  :

23

24

25

26

27

28

2 ) If a t a n y time  d u rin g  th e  o n e  ye a r p e rio d ,  S ta ff b e lie ve s  th a t Ma trix is  o u t o f
compliance  with Commission, federa l or s ta te  rules  and laws, S ta ff sha ll seek an Order
to Show Cause  tha t require s  Ma trix to appea r and show cause  why its  CC&N should
not be  revoked. i
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l 74.

2 reasonable and should be adopted.

Staff 's recommendations, with the additional conditions set forth herein, are

3 75. The rates proposed by the filing are for competitive services.

4 76. Applicant's rates, as they appear in its proposed tariffs, are just and reasonable and

5 should be approved.

6 CO NCLUS IO NS  O F LAW

7 1. Applicant is a public service corporation within the meaning of Article XV of the

8 Arizona Constitution and A.R.S. §40-281 and 40-282.

2. The Colmnission has jurisdiction over Applicant and the subject matter of the9

10 application.

l l 3.

12 4.

.13 CC&N to provide competitive telecommunications services.-

. -14 5L to~Article-XVof the Arizona -Constitution, as well as the Arizona Revised

.. 15 'Sta1Jutes, it is infth public interest »for.Applicant to provide the telecommunications services..set foijth

Notice  of the  applica tion was  given in accordance  with the  law.

a

16 in its application. . .

=l7 6. Applicant is a fit and proper entity to receive a CC&N authorizing it to provide

18 competitive facilities-based local exchange telecommunications services in Arizona, subject to Staff' s

19 recommendations and the additional conditions set forth herein.

20 7. The telecommunications services that Applicant intends to provide are competitive

21 within Arizona.

22 8. Pursuant to Article XV of the Arizona Constitution as well as the Competitive Rules,

23 it is just and reasonable and in the public interest for Applicant to establish rates and charges that are

24 not less than the Applicant's total service long-run incremental costs of providing the competitive

25 services approved herein.

26 9.

27 and should be adopted.

28

Staff recommendations, with the additional conditions set forth herein, are reasonable
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1 ORDER

IT IS  THEREFORE ORDERED tha t the  a pplica tion of Ma trix Te le com Inc., d/b/a Ma trix

Bus ine s s  Te chnologie s  for a  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity for a uthority to provide

4 compe titive  fa cilitie s -ba se d loca l e xcha nge  te le communica tions  se rvice s  within the  S ta te  of Arizona ,

is  he reby granted subject to S ta ff's  conditions  in Findings  of Facts  No. 67 and 68, and a s  se t forth in

2

3

5

6 ~the  following Ordering paragraphs .

IT IS  FURTHER ORDERED tha t Ma trix Te le com , Inc ., d/b/a Ma trix Bus ine s s  Te chnologie s

8 s ha ll tile  with  Doc ke t C ontro l,  a s  a  c om p lia nc e  ite m  in  th is  doc ke t,  q ua rte rly up da te s  on  a ny

9 compla ints  filed aga ins t Ma trix for a  pe riod of no le s s  than 365 days  from the  da te  of this  Orde r.

10

11

7

12

13

14

15

16

17

18

19

20

21 a

22

23

24

25

26

27

28

I
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COMMIS S IONERCOMMIS S IONERCOMMIS S IONER

IN W ITNE S S  W HE R E O F ,  1 ,  DE AN s .  MILLE R ,  In te rim
Exe cutive  Dire ctor of the  Arizona  Corpora tion Commis s ion,
ha ve  he re unto se t my ha nd a nd ca use d the  officia l s e a l of the
Commiss ion to be  a ffixed a t die  Capitol, in the  City of Phoenix,
this da y of , 2007.

DEAN s .  MILLER
INTERIM EXECUTIVE DIRECTOR

DIS S ENT

DIS S ENT
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1 IT IS  FURTHER ORDERED tha t the  Commis s ion 's  Utilitie s  Divis ion  s ha ll monitor the

2 qua rte rly filings  orde re d he re in, a nd if a t a ny time  during the  365 da ys  a fte r the  da te  of this  Orde r,

3 S ta ff be lieves  tha t Ma trix is  out of compliance  nth Commiss ion, fede ra l or s ta te  rule s  and laws , S ta ff

4  s ha ll s e e k a n  Orde r to  S how Ca us e  d irt re quire s  Ma trix Te le com, Inc., d /b /a  Ma trix Bus ine s s

5 Technologies  to appear and show cause  why its  CC&N should not be  revoked.

6 IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly.

7

8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

21

22

23

24

25

26

27

28

BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION.
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1 S ERVICE LIS T FOR:

2

3

4

5

6

Da na  Hoyle
MATRIX TE LE CO M, INC.
7171 Fores t Lane , Suite  700
Da lla s , TX 75230

7

8

9

Michael W. Patten
ROSHKA, DEWULF & PATTEN
400 E. Van Buren, Suite 800
Phoenix, AZ 85004
Attorney for Matrix Telecom, Inc.

10

11

12

Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 Wes t Washington Stree t
P hoe nix, AZ 85007

13

14

15

Ernes t G. Johnson, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 Wes t Washington Stree t
P hoe nix, AZ 85007

16

17

18

19

20

21

22

23

24

25

26

27

28
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